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using these particular figures—we are
discussing in another conference ongo-
ing right at the minute—the airport
trust fund. We have all kinds of dan-
gers with respect to the airports. It is
getting unsafe to fly. We need better
radar. We need more runways. We need
more airports. We need better controls,
better control towers, everything else
of that kind. We are being taxed for it.
We all fly, and we pay the taxes as air-
line travelers. But $11 billion has been
spent on any and everything other than
airports. It shows that it is going up,
under the budget, to $23 billion in 2004.
We have the money, but we don’t spend
it on the airports or the highways. Re-
porters across this country have been
writing these editorials to the effect
that it doesn’t make any difference
whether we borrowed from it or not;
these are just 10Us.

| don’t want to be around here in the
year 2012 when we don’t bring in
enough to cover our costs and we are
going to have to raise taxes in order to
make payments. That crowd in New
York working the market, they could
care less. They think in quarterly
amounts, in the quarter of each year. If
you don’t do it by the third quarter,
out you go. That is the CEO/Wall
Street mentality. Ours should be the
long-range. You have in the desk draw-
er right now $1.859 trillion in 10Us not
only in Medicare but in military retire-
ment, civilian retirement, and you
don’t want to talk Social Security. |
don’t want to touch the military re-
tirement fund or borrow from the un-
employment compensation fund, the
highways, and the airports.

So we just bring that up for a mo-
ment of truth in the Senate. | want to
show you this because there is another
headline story in the paper about a one
percent cut across the board, or 1.5 per-
cent. They are looking for a way to cut
$5 billion. Now we have the House, the
Senate, the leadership, the White
House, and we are trying to get out of
here in the next 10 days—if we can only
agree on how we are going to find $5
billion—either cut $5 billion in spend-
ing, or raise $5 billion in taxes, or do
whatever we have to do to find a cut
across the board. That is $5 billion.

Here is what happens. Right now the
estimated interest cost is $356 billion. |
don’t have an updated figure on that. |
know since we have had two interest
rate increases by Mr. Greenspan this
year, it is going to be more than that
$356 billion. But going back to when we
last balanced the budget, we had a sur-
plus under President Johnson. They
don’t have to go back to Eisenhower
when they kept a different set of
books. Under President Johnson, when
we were here and we had a surplus, the
interest cost on the national debt was
only $16 billion. Here, the interest cost
on the national debt is $356 billion. If
we just held the line and paid for what
we got, we would have had, and would
have this morning, not $5 billion, we
would have $340 billion to increase the
airports, to increase Medicare, to save
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Social Security, to increase defense.
We could have a tax cut and we could
pay down the debt if we had the $340
billion.

The headline ought to read: Last
year we increased taxes. Why? We in-
creased the interest costs because we
increased the debt. When you increase
the debt some $127 billion, you increase
your interest costs, which are running
right now at a billion dollars a day.
You have to pay it. Worse than the reg-
ular taxes, such as sales taxes, for
which you can get a school, or gasoline
tax, for which you can get a highway—
we get absolutely nothing for it.

Last year, this Government increased
taxes, and they are determined to in-
crease taxes today, this year, in the
next two weeks—all the time talking
about surpluses and about -cutting
spending, and all the time talking
about cutting taxes.

Now, Mr. President, | yield the floor.

AFRICAN GROWTH AND
OPPORTUNITY ACT—Continued

The PRESIDING OFFICER. The Sen-
ator from Florida is recognized.

Mr. MACK. Mr. President, | rise in
strong support of the very important
trade package that the Senate is cur-
rently considering. At a time when our
global marketplace is expanding faster
than ever, we need to ensure that the
poorest countries around the world are
not left behind.

This comprehensive package uses
trade to promote economic self-suffi-
ciency, at the same time allowing for
broader access to American goods and
services to these markets. While many
believe the economic and financial an-
swer for these underdeveloped coun-
tries may lie in direct financial assist-
ance, | believe the answer is found by
facilitating direct private investment.

I want to share with colleagues the
plight of one of these countries which |
experienced firsthand this past week-
end. | spent 2 days in Haiti meeting
with political, business, and humani-
tarian groups.

By far, the most dramatic portion of
my trip was witnessing the extreme
poverty and despair that grips that Na-
tion. | saw the face of an economy suf-
fering from 17-percent inflation and un-
employment of between 60 and 80 per-
cent.

Let me tell the story of one little boy
I met. Only through a humanitarian
organization and through the support
of private donations is this 9-year-old
boy able to obtain an education. As a
tool to economic and democratic sta-
bilization, aid is simply not enough.
Many children just aren’t able to stay
in school. They are required to work in
order to contribute to their families’
survival.

Again, I make the point that for a
good number of the people in Haiti,
their per capita income is around $50 a
year. A straight calculation of the per
capita income is about $500. But if you
look at the makeup of that distribu-
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tion, you can see easily that there are
literally millions of people in Haiti
who live with a per capita income of
around $50.

If these children are to have a future,
revitalization and expansion of eco-
nomic opportunities are needed to
reach the goal of economic self-suffi-
ciency. By creating a framework for
using trade and investment as a devel-
opment tool, the United States will be
fostering reform at the economic base
of these countries, taking direct aim at
lowering unemployment and high infla-
tion rates.

This legislation creates this frame-
work by extending enhanced trade ben-
efits to the countries of the Caribbean
Basin. Since the passage of the North
American Free Trade Agreement, U.S.
imports from Caribbean countries have
been at a distinct disadvantage. The
measure would build on the existing
Caribbean Basin Initiative program,
often referred to as CBI, by providing
additional trade benefits to Caribbean
countries similar to that which Mexico
and Canada currently enjoy.

Since its inception, CBI has had a
significant positive economic impact
on both the United States and the Car-
ibbean countries, helping to promote
regional security and stability of our
Caribbean neighbors. Opening this mar-
ket even further, particularly following
the recent devastation inflicted by hur-
ricanes, will help to stimulate job
growth by increasing exports and ex-
panding market access to these coun-
tries for U.S. businesses.

Another important component of this
trade package establishes U.S. support
for economic self-reliance in sub-Saha-
ran Africa. The United States stands to
benefit a great deal from a strong and
prosperous Africa. By fostering growth-
oriented economic policies, we will
help support broader access to African
markets for American goods and serv-
ices. Sub-Saharan Africa makes up a
market of more than 700 million people
and is potentially one of the largest
markets in the world. As economic re-
forms and market-opening measures
spur growth in Africa, it will create
new and bigger markets for U.S. ex-
porters.

A particularly sensitive, albeit im-
portant, provision included in both the
African Growth and Opportunity Act
and the Caribbean Basin Trade En-
hancement Act deals with textiles. The
textile and apparel industries have his-
torically provided the first step toward
industrialization in many countries.
This is because production is fairly
simple, can be done on a small scale,
and often uses locally abundant raw
material.

In seeking to address the concerns
raised by the U.S. textile industry, this
legislation has sought compromise by
restricting preferential treatment to

apparel produced by U.S. fabric and
yarns.
Additionally, this legislation pro-

vides strong protections against illegal
transshipment of goods through Africa
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or eligible CBI countries. We need to
ensure that these countries do not be-
come stop-over points for products
from countries not eligible for pref-
erential treatment under the legisla-
tion.

International trade has been an im-
portant part of the growth we have en-
joyed in the United States. Since 1994,
international trade has created more
than 11 million American jobs, and ac-
counts for 30 percent of our Nation’s
gross domestic product. Imports have
helped to hold down inflation, lower
the cost of production, provide greater
choice to consumers, and have given
incentives to raise productivity.

As emerging markets seek to grow, it
is important that the United States
take the lead in offering these coun-
tries incentives to continue their eco-
nomic reforms. By doing so, we will be
providing the citizens of these emerg-
ing countries with more jobs, more op-
portunities and genuine hope. | believe
a strong trade relationship is the best
form of ‘“‘foreign assistance’” we can
offer another country.

I thank the chair, and | yield the
floor.

The PRESIDING OFFICER. The Sen-
ator from Delaware.

Mr. ROTH. Mr. President, | want to
address some of the statements made
about the process unfolding, allega-
tions that the majority leader has tied
up the process.

The truth is, we have strong bipar-
tisan support for this legislation. The
majority leader has tried to protect the
80 or 90 Senators who support the bill
to make sure we focus on the merits of
the bill and not on extraneous issues
that are calculated to block progress.

My friend and Finance Committee
colleague, Senator CONRAD, indicated,
for example, he wants to raise some
amendments on agriculture negoti-
ating objectives and trade adjustment
assistance, and these amendments are
relevant and should be debated. They
could be, if our friends on both sides
reach agreement to work together to
table nontrade amendments. That is
what we should be about.

Let’s work together on this and begin
to focus on our efforts on the bill. Let’s
not concede the debate to the oppo-
nents because of their procedural tac-
tics. Let’s focus on getting this bill
acted upon, which is good for America
as well as the CBI.

Time is running out. | think it is
critically important that we bring
about a process where we can move for-
ward on this most critical piece of leg-
islation. What concerns me is it is time
sensitive.

For example, GSP has already ex-
pired. That not only works against the
interests of the Third World developing
countries we are trying to help, but it
works against the best interests of
American companies that depend on
this source of supply for their material.

Yesterday, the distinguished ranking
minority leader of the Senate Finance
Committee made a very eloguent state-
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ment about the importance of trade ad-
justment to the workers who are de-
pendent upon it. Let me emphasize,
these are American workers—about
200,000.

Mr. MOYNIHAN. Mr. President,
200,000 this year, up from 150,000 last
year. This is not a diminishing pro-
gram. As trade grows, this number
grows.

Mr. ROTH. | ask the distinguished
Senator what will happen if we do not
act on this legislation with respect to
these American workers?

Mr. MOYNIHAN. We will have broken
our word to them, that by accepting
open trade policies in the aftermath of
which there would be dislocations, the
economy at large and the society
would make arrangements for them to
transfer to other work with other
skills. There is no reason to think that
won’t happen, but without assistance it
won’t, and we will have broken our
word which we gave 37 years ago. Presi-
dent after President after President
has reaffirmed this, as the Senator has
in this bill.

Mr. ROTH. Let me say to my distin-
guished friend, many years ago when
the legendary Russell Long was chair-
man of our committee, the TAA was
about to expire and no one was trying
to save it. The chairman was about to
rap the gavel to move on to other
things. | said: Just a minute, sir. We
have a commitment.

That is exactly what the Senator is
claiming now. I am proud and pleased
to say the legislation was continued.

It is a matter of significant concern
to thousands of American workers and
their families who are depending upon
it. The purpose of this program, of
course, is to enable these workers to be
trained for new jobs, for new opportu-
nities. We have an economy where
there are, indeed, many jobs available.
It behooves all to work to expedite ac-
tion on this important piece of legisla-
tion.

The other point | want to underscore
and emphasize, and it has been ad-
dressed eloquently by the distinguished
Senator from New York, who brings so
much historical background into this
picture, if we don’t act on this legisla-
tion, it is a denial of liberal trade poli-
cies of the past how many years—35
years?

Mr. MOYNIHAN. Sir, | go back to
Cordell Hull and the Reciprocal Trade
Agreements Act of 1934 which put in
place the present system. As the Sen-
ator knows—I know our friend from
South Carolina doesn’t agree—the
Smoot-Hawley tariff was a catas-
trophe. We have not had a tariff bill on
the Senate floor since.

We now are in a difficult situation
with every President, Republican or
Democrat, reaffirming. A legitimate
point is made that President Clinton
didn’t send up a request for fast-track
authority in 1995; it has been delayed
and we haven’t gotten it. If we haven’t
gotten the CBI, which President
Reagan promised, if we haven’t gotten
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the African agreements, we haven’t
gotten trade adjustment assistance,
what do we take to Seattle for the con-
ference of the World Trade Organiza-
tion?

We go as if we had thought there
never should have been such an organi-
zation and didn’t want it around. Why
is it meeting in the United States?

Ten years ago one would not have
imagined this moment.

Mr. ROTH. That is absolutely cor-
rect.

The distinguished Senator raises a
most important point, going back to
the need for action being taken now.
The meeting of the WTO to be held in
Seattle is an extraordinarily important
event. It can bring about some very
significant progress for this changing
world where we are increasingly in-
volved in a global economy.

It is incomprehensible that on this
legislation, which has broad bipartisan
support on both sides of the aisle, and
has the support of the President of the
United States, no action will be taken,
thus giving the wrong signal to our
friends, allies, and trading partners
around the world as to our seriousness
about moving ahead on trade policy. It
looks as if we cannot take action.

Regarding fast track—and | appre-
ciate the support Senator MOYNIHAN
has given in committee—we have cer-
tainly tried to push fast track. We be-
lieved it was critically important this
President, as every other President,
have that authority. Unfortunately, it
never happened.

Mr. MOYNIHAN. The floor not being
exactly teeming with Senators wishing
to join, Mr. President, this is the point:
We are at a critical moment; where is
the Senate?

In the absence of the Senate, let me
offer some statistics about the cen-
trality of trade. The crash of 1929 is
part of American myth, tradition, his-
tory. One does not know much about
American history if one does not know
about that. In the aftermath, in 1930—
the crash of 1929 came in October—our
GDP dropped 9 percent. That is a pret-
ty hefty drop, but stock markets go up
and then they go down. When they are
up, there are bargains made by selling;
when they are down, there are bargains
made by buying. It tends to be cyclical
and does not necessarily change that
much in the real world. | say again, in
1930, GDP dropped 9 percent; in 1931, it
dropped another 6.4 percent. Again,
that is a drop, but it is leveling off.

It was before we understood the busi-
ness cycle very well, before just-in-
time delivery, before countercyclical
financing. The American world had
never heard of John Maynard Keynes.
There was learning going on, but it
hadn’t gotten to us. The Federal Re-
serve Board responded to the crash by
tightening credit. They would never do
that today, and they know why; they
will show why in numbers.

Then came the impact of Smoot-
Hawley in 1932 and the gross domestic
product dropped another staggering
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13.3 percent. That is when it really hit.
At the same time the British had cre-
ated the idea of free trade by long ar-
gumentation, good argument—reeling
from Smoot-Hawley, went onto Empire
Preference. They drew in and they
would deal with Canada and India and
New Zealand but not with Europe, not
with Germany. Recall it was the Econ-
omist magazine, which | understand
now has a larger circulation in the
United States than it does in Britain
but comparably the same readership,
was founded to advocate free trade as
an economic principle that worked. It
did work. Great theorists such as Al-
bert Imlah demonstrated that in the
aftermath.

The Japanese, having the market
here closed to them, they went to a
Greater Far Eastern Coprosperity
Sphere, which is a long way of saying a
Japanese empire; and they invaded
Manchuria, which is another way of
saying China, and they began that
process which ended in Hiroshima.

In 1933, the same 1933 the year after
GDP here dropped 13.3 percent, unem-
ployment was so high and social sta-
bility so weakened that a frightened
German middle class elected Adolph
Hitler to be Chancellor. He was chosen
in the Reichstag. The rest is history.

I joined the Navy in 1943, at age 17,
and a lot of other people around here
did. Maybe not enough people around
here did. They don’t remember.

Mr. ROTH. | was one of them, I might
say.

Mr. MOYNIHAN. You joined on, yes,
sir. It was our generation.

Mr. ROTH. That is right.

Mr. MOYNIHAN. That is what we
were there for, to fight wars that
needn’t have happened had the world
been wiser. Not just about trade, of
course not, but don’t underestimate
trade. We are not just talking about
profits.

Mr. ROTH. Could I ask a question of
the distinguished professor? We are en-
joying, today, one of the greatest peri-
ods of prosperity, 8, 9 years or so, this
country has undergone. Unemployment
is lower than anyone would ever have
predicted a few years ago. The future of
this country is bright. It was only
about 10 years ago everybody was pre-
dicting the United States was going
down the drain and Japan was becom-
ing No. 1. But the contrary has hap-
pened. In this period of time, we have
enjoyed the liberal trade practices that
began many, many years ago—what
was the year?

Mr. MOYNIHAN. In 1934.

Mr. ROTH. In 1934. How can you ex-
plain the prosperity of this country,
which has the most open markets of
any, if not put it on the basis that a
liberal trade policy does work? Unfor-
tunately, there are some industries and
some workers who do suffer. That is
the reason we have TAA, to help them
make the adjustment.

Mr. MOYNIHAN. Right.

Mr. ROTH. But overall, our country
has never had a longer period of growth

CONGRESSIONAL RECORD —SENATE

and prosperity than we are enjoying
and have enjoyed. It has been enjoyed
under two Presidents.

Isn’t it ironic we are here debating
whether or not we should extend these
policies that have worked so well to a
few countries that are in need of some
support and help? It will not only work
in their interests, but again it will
work in our interest, as | think the
Senator pointed out, starting with the
growers of cotton, people who make
the fabrics, the apparel, the whole-
salers, the retailers, and the con-
sumers. It seems to me it is almost un-
believable anyone would argue to the
contrary, that we should not continue
on this path of a liberal trade policy.

Mr. MOYNIHAN. Mr. Chairman, we
have now reached the point where you
and | are alone on the Senate floor as
one of the epic decisions of this decade
is about to be made. One asks Senators
who might be listening: Where are you?

But the answer to your question, sir,
is our learning has truly expanded. We
know more about this. | mentioned
1933. In that year, John Maynard
Keynes published a book in the United
States called ‘““Essays In Persuasion.”
It appeared the previous year in Brit-
ain. He already had a pretty good
record. He wrote that great essay, ‘“The
Economic Consequences of the
Peace’’—of Versailles. He was on the
British delegation as an adviser, and he
said: It is going to be awful. Germany
is not going to get over this.

That is a very famous essay—and it
is sort of a joke. Winston Churchill be-
came Chancellor of the Exchequer
around 1926 and went back, took Brit-
ain back on the gold standard. He
wrote an essay called ‘“The Economic
Consequences Of Mr. Churchill,”” which
he thought were pretty grim. And they
were.

But, in 1933, in this book, ““Essays In
Persuasion,’” he had an introduction. It
is really essays over the years. He said:
The economic problem is just a giant
muddle. He said: We will figure it out.
We will get through it. He said: | esti-
mate by about the year 2030, we will
have it pretty well under control and
we can go on to other issues in life.

The Senator mentioned the existing
expansion, the period of expansion. In
February of the coming year, that will
be in about 4 months, we will com-
pleted a period of sustained growth of
107 months, the longest in history—un-
less we start Killing it, which is what
we seem intent on doing. Of course
there are dislocations brought about by
trade. Joseph Schumpeter—had it not
been for the Great Depression it is gen-
erally thought Schumpeter would be
regarded as the greatest economist of
the 20th century. He is an Austrian,
ended up a professor at Harvard. In his
book ‘““Capitalism, Socialism & Democ-
racy,” he speaks a phrase now in wide
use, of the ‘‘creative destruction of
capitalism.” Sure, there comes a time
when shipping the cotton to mills in
New England no longer makes sense.
They want to have mills in South Caro-
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lina. “Bring the mills to the cotton,”
as the phrase was. It did make sense.
The next thing you know you had
empty mills all up and down the river
in Lowell, MA, and, | might say, in
Gloversville, NY, and such like.

Yes, but did that put an end to life in
Massachusetts? No. The next thing you
know, Route 128 is creating enormous
economic growth spurred on by com-
puter companies. That destruction is
creative because it brings better uses
of resources into play. You get more
than you had. Trying to keep just what
you had is a formula for ruin—well, not
for ruin, but for stagnation. | speak
with some temerity. | was once our
Ambassador to India, and | saw it hap-
pen. Tariffs you could not get through,
government purchasing. The Soviet
Union—

Mr. ROTH. That is correct.

Mr. MOYNIHAN. The Soviet Union,
sir, what was that? Oh, yes, that was
the place that was going to take over
the world.

I remember a meeting in Bucharest
of world trade advocates at the time. It
was an international conference about
the developing world. The Soviet dele-
gate absolutely swept the conference
with an announcement that, as of this
moment, as a gesture of solidarity with
our friends in Africa, in Latin America,
in Southeast Asia, the Soviet Union is
abolishing all tariffs of imports from
those countries.

The conference went wild, but no one
stopped to think: But, wait a minute,
the Soviet Union doesn’t have tariffs.
Everything is bought by the govern-
ment and put through collective enter-
prises, all of which were in ruins and
eventually collapsed. This was 20 years
before the whole system imploded.

We are talking for democracy, talk-
ing for vitality, talking for expansion,
talking for a tradition. As Jerry Ford
said yesterday in the Rotunda, he came
to Congress as a social moderate, a fis-
cal conservative, and a determined
internationalist. He was right. Can it
be we have forgotten all that?

| say, again, before | yield the floor,
at a critical moment in our economic
history—a critical moment—we are
hours away from ruinous indecision.
There are three Senators on the floor.
It happens we are all friends, perhaps
have gotten to be more friends because
we have been on the floor together for
2 days now. It is hard to understand.

Mr. ROTH. Can | make one further
observation and get the Senator’s reac-
tion to it? The irony of what is before
us is, if we enact this legislation, it
will help the very industries about
which we are concerned.

Mr. MOYNIHAN. Sure.

Mr. ROTH. It is, as we have said be-
fore, a win-win situation.

Mr. MOYNIHAN. It gives them a dif-
ferent mix of costs and profits, and
that turns out to make them viable
again.

Mr. ROTH. | point out it is projected
by the industry itself that adoption of
this legislation will create in the next
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5 years approximately 121,000 jobs, that
it will result in markets exceeding
roughly $8.8 billion. The purpose of this
legislation is not only to enable the
textile industry, for example, to com-
pete better at home but also to be in a
better position to compete abroad in
other markets. If we do nothing, as has
happened in the past, we see, for exam-
ple, the Chinese exports increasing.

Mr. MOYNIHAN. Right.

Mr. ROTH. What we are trying to do
is make us more competitive in the in-
dustry so that it not only helps the
economy but, most important, creates
jobs within the industry.

Mr. MOYNIHAN. Mr. President, the
chairman is doing this for the Amer-
ican worker. If you think otherwise,
think back to opposite policies and
what they brought the American work-
er in the 1930s. Don’t think we cannot
make those mistakes again. We knew
enough not to do it then. We did not
know exactly why. But 1,000 econo-
mists wrote President Hoover, who was
a sensitive and an intelligent man.
Nothing quite like that happened be-
fore; nowadays we get 1,000 a day. They
said: Don’t sign that tariff bill, Smoot-
Hawley. Don’t sign it, they said. Well,
he did. It cost him the Presidency, but
that is the least of it. | thank the
Chair, and | yield the floor.

The PRESIDING OFFICER (Mr. FITz-
GERALD). The Senator from Delaware.

Mr. ROTH. Mr. President, yesterday,
I began making some comments in an-
swer to critics of the proposed legisla-
tion, and | want to take a few minutes
to continue to answer those negative
comments.

One of the questions that has been
asked is: Won’t this legislation result
in the further erosion of America’s
manufacturing sector?

None of my colleagues who have
risen in opposition to this bill have ad-
dressed its specifics. The reason is
that, unlike the House-passed Africa
bill, the Finance Committee measures
are drafted in a way that ensures a
benefit to the American industry as
well as our African, Caribbean, and
Central American trading partners.

I made passing reference just now to
the specifics and how it would impact
on the industry and the American
worker. What my colleagues who op-
pose the bill have done is raise several
general arguments against trade that |
thought might still be helpful to ad-
dress.

One of the arguments that falls in
that category is the argument that
trade has led to an irreversible decline
in U.S. manufacturing, and that any
trade measure, even this one, would
simply worsen that decline. Let me
take that head on.

America is not losing its manufac-
turing sector. By any measure, it is
doing a lot better than some of my dis-
tinguished colleagues seem to think.
There is no question that manufac-
turing has declined as a percentage of
the U.S. economy. Manufacturing, as a
portion of GDP, has declined steadily
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since 1960, from 27 percent of GDP to 17
percent of GDP by 1996. But does that
mean the United States is losing in the
international arena? The answer is no.

According to the International Trade
Commission, all industrial countries
have faced a similar percentage de-
crease in manufacturing as a share of
GDP from about 28 percent in 1970 to
about 18 percent in 1994.

Does the decline in manufacturing as
a percentage of GDP mean that Amer-
ican industry is in decline and output
is falling?

Again, the answer is no. In fact,
America’s industrial output expanded
62 percent for the period from 1977
through 1996. Let me repeat. The fact
is, America’s industrial output ex-
panded 62 percent from 1977 through
1996, a period that critics of our trade
policy think of as the worst stages of
our industrial decline.

American manufacturing added a net
figure of 4.4 million new jobs during
that same period, or an increase of 31
percent in employment in the manu-
facturing sector.

These are very important statistics, |
believe. It bears out what the distin-
guished Senator from New York was
just pointing out.

Are we being beaten in this measure
of international competition? Again,
the answer is no. According to a most
recent edition of the Economist, which
I think is one of the best periodicals
available today, American industrial
production is up by 35 percent over
1990.

During that same period, Japanese
industrial growth fell by 5 percent.
What a contrast. Ours grew by 35 per-
cent; Japan’s fell by 5 percent. This
was the world where our country was
going to be down and Japan was going
to take over.

Industrial output in Germany has re-
mained a sluggish 4 percent over the
same 10 years, while French and Brit-
ish industrial production grew by only
8 and 9 percent, respectively.

Is there employment available for
those workers who have lost their jobs
due to an increase in productivity? As
Senator MOYNIHAN and | were com-
menting earlier, the answer is yes. We
have never seen such low unemploy-
ment as this country is enjoying today.

The American economy currently en-
joys the lowest unemployment in his-
tory and rising wages across the board,
even for the unskilled who have
dropped out of school rather than fin-
ishing their education.

Mr. MOYNIHAN. Would my friend
allow me to make a comment in the
form of a question?

Mr. ROTH. Please proceed.

Mr. MOYNIHAN. In terms of how we
are progressing and what we are learn-
ing, the Senator mentioned we have
the lowest unemployment rates in 30
years, and for the longest time we also
have had the lowest inflation rates.

Mr. ROTH. That is correct.

Mr. MOYNIHAN. Twenty years ago,
statistics proved that was not possible.
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There were something called the ““Phil-
lips Curve” that said: There is a trade-
off; the lower your unemployment rate
goes, the higher your inflation rate
goes. And everyone said, oh, God, we
can’t get the unemployment rate down
too much because that will spark infla-
tion.

If | can just be reminiscent and tell
war stories in this crowded Chamber,
where | see we are back to three Mem-
bers—well, the distinguished Senator
from Illlinois is presiding; and it is an
honor to have him in the Chair—in
1963, the Council of Economic Advisers,
then chaired by Dr. Walter Heller of
the Kennedy administration, was put-
ting together the economic report.
This report was created by the Employ-
ment Act of 1946 which gave us the in-
stitutionalized, countercyclical eco-
nomic notions.

They said: We should have a goal; we
should set as a goal for the country an
unemployment rate of 4 percent. Now,
it won’t be easy, but we should be bold.

In the Labor Department we were
sort of distressed because we had
dreams of unemployment below 4 per-
cent. So we got them to change the
text and make it an interim goal of 4
percent—again, a dream.

Sir, we now are routinely close to 4
percent, have been for almost a year.
Thirty years ago, it was something you
could not imagine. In a rousing eco-
nomic report—if there is such a thing—
you could say, let’s do things that are
unimaginable. Now we do not even no-
tice when they are reported every
month. It is working. Why put it in
jeopardy?

Mr. ROTH. | could not agree more
with what the Senator just said. |
think this is one of the brightest peri-
ods in history with respect to our coun-
try. | think there is enough credit for
everyone to claim.

Mr. MOYNIHAN. Sure.

Mr. ROTH. But | think the—

Mr. MOYNIHAN. But, sir, would you
allow me? If we let this calamitous
event take place of bringing down this
trade bill there will be plenty of blame
to go around, too.

Mr. ROTH. | agree with you.

Mr. MOYNIHAN. To go around and
around and around.

Mr. ROTH. As you and | have pointed
out, a majority of the Senators on both
sides of the aisle are supportive of this
legislation.

I do wish some of those who are sup-
portive would come down and give
their reasons why it is so important
that we move ahead with this legisla-
tion. It would be a shame if we lost this
opportunity to take a step forward. Be-
cause, if I might say so, we are not
only losing the opportunity to act on
this legislation, which in and of itself
is so important, but it helps give what
I think is the mistaken message to the
world that we are no longer interested
in liberal trade policy, particularly in
view of the fact that we will be going,
hopefully, out to Seattle in a few
weeks to take the next step forward in
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broadening and liberalizing markets,
making them more accessible to every-
one, which, of course, is particularly in
our interest because the United States
has the lowest tariffs, the most open
markets. It is important that we move
ahead and begin to negotiate access to
other markets.

Mr. MOYNIHAN. May | inquire, will
you say that again and again and
again? The United States has the low-
est tariffs of any major economy in the
world.

Mr. ROTH. That is correct.

Mr. MOYNIHAN. The only outcome
of having negotiating power and a ne-
gotiating round is to reduce the tariffs
of other people.

Mr. ROTH. Absolutely.

Mr. MOYNIHAN. And it is in our in-
terest to do it.

We have heard talk about the sub-
sidies of the European Union, and so
forth. You do not get anywhere with
subsidies.

Mr. ROTH. That is right.

Mr. MOYNIHAN. You get elected 1
year, and so forth. But the economy
doesn’t.

Mr. Chairman, thank God, you are
where you are. But where, sir, are the
others?

I see our distinguished friend is in
the Chamber. We have reached a crit-
ical mass. There are five Senators in
the Chamber—six. Yes, six. Perhaps the
word is getting around that something
of great consequence is going to happen
today—or not.

Thank you, Mr. Chairman.

Mr. ROTH. Thank you, | say to Sen-
ator MOYNIHAN.

Mr. President, | yield the floor.

Ms. LANDRIEU addressed the Chair.

The PRESIDING OFFICER. The Sen-
ator from Louisiana.

Ms. LANDRIEU. | thank the Chair.

I come to the floor today to add my
voice in support of this very important
piece of legislation in the hope that, as
we continue to talk about the great
strengths and characteristics that
make this a good bill and the impor-
tance of continuing this open trade, we
can build enough support to pass it, to
get over whatever procedural hurdles
are present.

I thank the Senator from New York
and the Senator from Delaware for
their bipartisan leadership. With all
due respect to the opponents, let me
make a few points about this African
Growth and Opportunity Act.

When the United States can do some-
thing that extends opportunity to
countries that need our assistance
while at the same time benefiting
American workers and industry, | be-
lieve we should take that step. We can,
by voting for this bill, elevate the com-
mercial exchange between Africa, the
Caribbean, and Central America—hope-
fully, if that piece can be added—and
the United States. That is what this
bill attempts to do.

My State, Louisiana, is smart and
blessed to have positioned itself at the
mouth of the Mississippi River. It is
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how our State began. It is how the city
of New Orleans and communities began
hundreds of years ago and developed
into a State.

It is impossible to overstate the riv-
er’s importance to the economy of our
Nation, but the Mississippi River is
more than just a way to move goods
within the United States. It is also the
primary artery for north-south trade
among the United States, Canada, and
developing countries to the south. And
therein lies so much potential for them
and for us. At this time, much of Amer-
ica’s trade flows in an east-to-west di-
rection, between Europe and the east
coast or Asia and the west coast. We
have all benefited, some to a greater
degree than others, and there have
most certainly been changes, but we
have all benefited from that flow.
While Louisiana benefits and partici-
pates, it does not make use of Louisi-
ana’s national geographic advantage.

We will continue to benefit in an
even greater way by increasing the
north-south flow. For this reason, when
the United States has the opportunity
to increase trade on the north-south
axis, | can be confident we will increase
those benefits to our State and the Na-
tion.

Although it has come under some
criticism, the best example for Lou-
isiana is NAFTA. By promoting trade
among Mexico, the United States, and
Canada, NAFTA moves goods along a
north-south corridor that naturally
produces growth for our State. The re-
sults have been quite dramatic.

In 5 years since NAFTA was enacted,
Louisiana’s trade with our partners has
increased 134 percent. Louisiana’s ex-
ports to Mexico alone were up 34 per-
cent last year. This trade increase sup-
ports over 10,000 jobs in my State and
is growing every month. Thus, from
the standpoint of enlightened self-in-
terest, the majority of people in Lou-
isiana support the expansion of trade
between our other southern trading
partners in Latin America, the Carib-
bean, and, yes, Africa.

This bill is also about the United
States paying more attention, serious
attention, to a continent we have in
many ways ignored. Such an effort is
too long in coming. Until now, United
States policy in Africa has really oper-
ated in two modes: benign neglect and
cold war gamesmanship.

Our Government poured aid into Af-
rica when it was an active battle-
ground in the ideological struggle of
the cold war. We made many mistakes
in our efforts to be helpful. We sup-
ported governments that paid only lip
service to democratic principles and
cared little about the infrastructure
necessary for a modern market econ-
omy. Much of our aid was wasted—I am
sure some of it went to very good use—
and the series of wars and human trag-
edies have left the American people
somewhat jaded about the prospects for
real reform in Africa.

Our neglect of this continent, with
some exceptions, obviously, is starkly
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pointed out by our trade and invest-
ment statistics. Only 1 percent of all
United States foreign direct invest-
ment goes to Africa. Of that 1 percent,
half of it is in the petroleum sector,
which obviously we, in Louisiana,
know something about. The majority
was concentrated in only five coun-
tries. That leaves 43 other nations in
Africa with virtually no contact with
the American system of free enterprise.

I believe the American people under-
stand this is a continent we cannot af-
ford to leave behind and we cannot af-
ford to develop a society in this world
of haves and have-nots. The stresses
that such disparities produce inher-
ently rip at the fabric of our society,
cause upheaval, and ultimately can, as
we have seen on occasion after occa-
sion, decade after decade, century after
century, turn to severe violence and
war.

The disparity between the United
States and nations such as Tanzania or
Malawi makes the difference between
the rich and poor within our own coun-
try seem laughable. Yet we wonder
where rogue nations come from. We
wonder what prompts them to act in
violent and, in our idea, irresponsible
ways. When people in our country are
not vested in the development of our
society, when they believe they have
nothing at stake in the community,
crime and violence result. The inter-
national community is no different.

Would the Sudan be a rogue state if
it had a serious trade relationship with
the United States and Europe? | do not
believe so. Unfortunately, much of Af-
rica finds itself ignored and divested
from the world community. Again, the
figures paint a stark picture. For 20
years, the gap between the level of eco-
nomic development in Africa and the
rest of the world has not closed; it has
widened. Declining commodity prices
cost Africa $50 billion in export earn-
ings. This is twice as much as they re-
ceived in foreign aid between 1986 and
1990. Fifty percent of all Africans live
below the poverty line; 40 percent live
on less than $1 a day. And debt service
claims over 80 percent of Africa’s for-
eign exchange earnings.

It is no wonder that, given this bleak
picture, trade relations with Africa
need a jump start, not only for Africa’s
benefit but for our benefit, for South
America, for the Caribbean, and for
every State in the Union, particularly
those that have the infrastructure to
offer for north-south trade.

The African Growth and Opportunity
Act would open up American markets
to apparel and other goods produced in
Africa, but with the right percentages
and the right mechanisms and methods
for much of those goods and services to
also have value added here, which
would preserve jobs.

As the amazing growth of East Asia
has demonstrated, apparel is a natural
entry point into manufacturing and a
natural source for more robust trading
relations with the United States and
Africa.
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The Senate version of this bill en-
sures the benefits of this relationship
will not be one-sided but will be mu-
tual, as only apparel utilizing Amer-
ican-produced textiles will receive the
GSP benefits. Thus, a steady two-way
traffic can develop between the United
States and Africa. Such a system of
mutually beneficial trade can only en-
hance prospects of further American
investment and interest in the African
market, creating jobs both there and
here.

For my home State of Louisiana, this
is a very good deal. My friend and col-
league in the House of Representatives,
BiLL JEFFERSON, has been one of the
principal advocates for this legislation
because he understands the mutual
benefit for our State and many States
in this Nation and this continent. Fur-
thermore, as home to one of the most
significant ports in the world, trade in
either direction translates into high-
way jobs for citizens of Louisiana.

With regard to the criticisms of some
of my colleagues relating to the dan-
gers of labor standards and environ-
mental degradation, | take these cri-
tiques and critics very seriously. I, for
one, most certainly don’t want to be a
part of any trade relationship that does
not promote good and progressive envi-
ronmental policies and labor policies.
The only long-term answer to both of
these problems is economic growth. No
country will address labor relations
when 50 percent of its people live in
poverty. No country can protect its en-
vironment when people are struggling
to be kept alive. Poaching, deforest-
ation, slash-and-burn agriculture,
these are all the results of too little
trade, too little investment, and too
little exchange with more developed
countries.

This is not to say we should abandon
American standards and principle—to
the contrary—but, rather, we should
look at what has happened in South-
east Asia. As those economies have
grown, so have wages and so has con-
cern for the environment. Engagement
is required because the status quo is
even less likely to produce the kind of
environmental goals we want to
achieve and to address the rights of
workers everywhere.

I am saddened to know that despite
the importance of the African Growth
and Opportunities Act, it is unlikely to
receive a vote on final passage. The
vast majority of this Senate, | believe,
want this bill enacted. | understand
that we are late in the year and proce-
dural difficulties could absorb the lit-
tle time we have remaining. However, |
must say that when it comes to the
question of world leadership, the Sen-
ate should make time for these kinds
of discussions. The Senate floor has
seen many items debated that have not
enjoyed the broad-based support this
legislation does. So | remain hopeful
our differences can be worked out be-
cause this and other trade bills and
provisions are so important to help us
maintain the upward mobility we are
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experiencing in America, the tremen-
dous growth of opportunities in jobs
and wage improvements that can only
help if these agreements are done in
the right way in countries around the
world and particularly throughout the
Southern Hemisphere.

I just want to end briefly with a
statement about the Caribbean Basin
Initiative portion of this bill. | had the
opportunity to visit Central America
in the wake of the hurricane in Hon-
duras and Nicaragua. They were dev-
astated, set back over a decade or two,
according to some analysts who spoke
about the devastation that hurricane
wrought. It was a terrible time for it to
hit, just when they were coming into a
democracy and when the economies
were expanding. When | visited—as
many Republicans and Democrats did—
with the Presidents of these nations,
yes, they asked for us to help repair
their highways, and they asked for our
military to engage, particularly our
Reserves, which we were proud to send
down to help them dig out and rebuild.
The one thing they asked for more
than anything was the Caribbean Basin
Trade Initiative so that they could
work themselves up, so that they could
help produce new jobs, not only in the
Caribbean, not only in South America
and Central America, but here in the
United States of America.

So let us learn from the past. Let us
look confidently toward the future. Let
us not cower back because the rules
may be different and because
globalization is upon us. Let us be
brave and go forward, recognizing that
global trade brings wealth and oppor-
tunity, and not only more to our Na-
tion, but it is the only thing that is
going to help close the tremendous gap
of wealth in this world, which, if we
don’t close, will produce nothing but
unrest, violence, and war in the future.

So for all those reasons—primarily
for economic development but also for
world peace—let us be about the busi-
ness of trade. That is what today is
about.

I yield the floor.

Mr. ROTH. Mr. President, | suggest
the absence of a quorum.

The PRESIDING OFFICER.
clerk will call the roll.

The legislative assistant proceeded
to call the roll.

Mr. ROTH. Mr. President, | ask unan-
imous consent that the order for the
quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. ROTH. Mr. President, the critics
of an open and forward-looking trade
policy would prefer to avoid a debate
about the actual facts regarding the
United States economy. Let me give
you some examples.

According to the International Trade
Commission, from 1970 to 1997, the per-
centage of U.S. GDP involved in inter-
national trade more than doubled—
from 11 percent of GDP to 25 percent of
GDP. If the opponents of this bill were
right in their criticism of U.S. trade
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policy, the United States should be fac-
ing a precipitous economic decline. In
fact, the United States’ GDP roughly
quadrupled over the same time period
from $2 trillion to $8.2 trillion.

If the opponents of this bill were cor-
rect in their criticisms of our trade
policy, we should have seen a dramatic
rise in unemployment along with the
predicted decline in output. In fact,
from 1970 to 1997, the American econ-
omy produced a net increase of 33.5
million jobs.

To put that in context, the American
economy produced more than three
times the number of new jobs than the
entire G-7 industrial countries com-
bined. Rather than facing the double-
digit unemployment that Germany
faces, U.S. unemployment stood near 4
percent.

The opponents of this bill often fin-
ger our trade policy as the culprit in a
decline in real wages from 1978 to 1997,
because trade as a percentage of our
economy doubled while real wages fell.
In fact, while wages fell, the overall
benefits of the entire package of com-
pensation and benefits offered to work-
ers actually increased by 2 percent.

That is not to deny that there is a
growing gap between the pay of our
highest paid workers and our lowest.
There is little doubt that this gap has
grown.

But, we owe it our to ask three basic
questions? First, is the gap, in and of
itself, a problem if everyone is better
off? Second, is the gap attributable to
trade as the critics complain? Third, is
slowing the pace of trade liberaliza-
tion, or, worse yet, the imposition of
actual restraints on trade, the right
policy to remedy the inequality in
wages?

As to the first point, the growing gap
in wages is not necessarily a problem if
everyone is better off at the end of the
day. As noted above, while wages fell
at the low end, the overall package of
benefits increased over the past two
decades. Furthermore, real wages are
once again on the rise, including at the
low end.

But, even if wages were, in fact, stag-
nant, trade would help. Trade makes a
broader range of higher quality goods
and services available to all wage earn-
ers in the economy. In other words,
trade helps ensure that even the lowest
paid sectors of the economy can get
higher value for their dollars than
would be the case without the competi-
tion trade brings.

As for the second question, whether
trade is the culprit in wages in equal-
ity, the answer is that trade has some
impact, but not as much as the dis-
parity in income between different lev-
els of education.

Education also gives you the tools to
remain flexible as the conditions of
your current employment changes or
as employment changes generally.
That is why the economy pays a pre-
mium to those who made the sacrifices
it takes to succeed in getting a high
school education, a college education,
and post-graduate education as well.
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Qur economy rewards academic
achievement. There is no doubt about
that. But, should we change that?
Should we eliminate any incentive to
achieve a higher education as a way of
eliminating the wage gap? Few people
would suggest that that is an appro-
priate response.

But, that really focuses our attention
on the third question—whether slowing
the process of trade liberalization or
imposing trade restraints is the right
answer to address the wage gap. The
answer is no!

Imposing restraints on trade would,
at best, be an indirect, inefficient,
costly, fourth-best option. If the dis-
parity in wages relates to academic
achievement, trade restraints will not
address the problem, much less solve
it.

Indeed, if the problem is one of en-
couraging improvements in our edu-
cational system and encouraging our
youth to remain in school, imposing re-
straints on trade is simply self-defeat-
ing. Trade restraints will do nothing to
improve educational standards or im-
prove school attendance or achieve-
ment. It will simply impose higher
costs on consumers.

And, on whose shoulders will those
higher costs fall? Those higher costs
will fall disproportionately on the low-
est economic sectors in our society. In
other words, the burden of trade re-
straints will fall on precisely on those
groups that the critics of trade purport
to want to help because of what they
perceive as an inequitable gap in
wages.

Why is that so? The reason is that
trade restraints like tariffs and quotas
are hugely regressive. Our highest tar-
iffs fall on staples such as food and
clothing.

That is an inconvenient fact that the
critics of trade would prefer not to pub-
licize. What that means is that those
workers that now receive relatively
lower wages would pay the cost for any
increase in trade restraints, which
would exacerbate the inequality be-
tween the high and low end of the pay
scale, rather than reduce it.

If we actually want to do something
about wage inequality, we should avoid
using the gap in wages from the high
end to the low end as an excuse to pro-
vide protection for certain industries
in this country and impose higher costs
on consumers. Rather, we should be
concentrating on improving our pri-
mary, secondary, and post-secondary
education.

That is but one of the appropriate re-
sponses to the rising wage gap. But |
understand the arguments that you
can’t take a former textile worker and
retrain him to be a computer pro-
grammer.

That is why we should also pursue
policies that will increase the amount
of capital flowing within and into the
United States.

This helps those at the bottom in two
ways. If the amount of capital in-
creases relative to labor, it will de-
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mand more labor to fully employ itself
and appreciate in value.

It also raises the productivity of
those at the bottom, making them
more valuable, and they will be re-
warded for such productivity accord-
ingly. This can summed up succinctly
by one question—which high-school
level worker gets paid the most to dig
a hole, the one who uses a spoon, a
shovel, or an excavator? The answer is
obvious, and the difference between the
three is not education, but the capital
that they employ to produce.

Ultimately, all economic growth is
the result of risk-taking on new ideas
that increase our productivity—there-
by increasing our standard of living.
When we lower the government bar-
riers to risking capital, like we did in
the Taxpayer Relief of 1997, which in-
cluded a large cut in the capital gains
tax, the creation of the Roth IRA, and
cuts in the estate tax, capital becomes
more abundant, fueling the real wage
increases, stock market increases, and
economic growth we have seen in re-
cent years.

The stability of the dollar in the past
two decades, as opposed to the turmoil
of the 1970’s, has also greatly contrib-
uted to capital formation, not only be-
cause the tax on capital is unindexed
for inflation, but also because currency
instability increases the risk associ-
ated with all economic activity.

When we lower these barriers and
risks, those with capital will risk it on
those without capital, but who possess
a surplus of time, energy, talent, or
ideas.

These ideas, anything from a better
mousetrap to the personal computer,
allow us to produce more out of less—
raising living standards of all sectors
of the wage base.

These are the most direct responses
to the rising wage gap, and also the
most efficient, least costly, and poten-
tially successful answer to wage and
income inequality. Calling for an end
to trade liberalization will not help.
Nor will opposing this bill.

| yield the floor, and | suggest the ab-
sence of a quorum.

The PRESIDING OFFICER (Mr.
BUNNING). The clerk will call the roll.

The legislative assistant proceeded
to call the roll.

Mr. HOLLINGS. Mr. President, | ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. HOLLINGS. Mr. President, itis a
little difficult to have coherence with
respect to this debate. I had hoped we
would avoid getting back to Smoot-
Hawley and even Hitler. I know Pat
Buchanan—one of the enthusiasts for
competitive trade—and 1 think he is
right on trade. Unfortunately, he has
suggested in his recent book we ought
to be more considerate of Hitler. A no-
tion that is pure nonsense.

On this issue, the Senator from New
York cited Smoot-Hawley, the Depres-
sion, and Hitler. If you listen to the
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gentleman and are not fully aware of
all the facts, one would think this is a
bill to avoid a depression and avoid
“Hitlerism’ or some other possibility.

With respect to Smoot-Hawley, we
had a good debate some 15 or more
years ago. | will never forget it. The
late Senator from Pennsylvania, John
Heinz, and myself had to correct that
record. We got the Don Bedell Associ-
ates study of Smoot-Hawley.

The crash occurred in October of 1929.
That is when we all went broke. That
could easily happen with what is going
on right now, if some of the signs we
are reading on the horizon come to
bear. Not being an alarmist and being a
realist, let’s look at Smoot-Hawley.

First, it occurred some 8 months
after the October 29 crash, in June of
1930. It did not cause the crash, Hitler,
the Depression, or any of the other dis-
asters of the thirties. On the contrary,
it did not affect trade to any extent.
The tariffs in question affected only
one-third of our trade; two-thirds were
unaffected—causing no impact whatso-
ever with respect to trade.

Mr. President, | suggest the absence
of a quorum.

The PRESIDING OFFICER.
clerk will call the roll.

The bill clerk proceeded to call the
roll.

Mr. HOLLINGS. Mr. President, | ask
unanimous consent that the order for
the quorum call be rescinded.

The PRESIDING OFFICER. Without
objection, it is so ordered.

Mr. HOLLINGS. Mr. President, con-
tinuing with respect to the amount of
trade affected, it was just at a third or
a little less. Trade itself was some-
where around 1.5 percent. There was
some argument about it being 3 per-
cent of the GNP. Now it is 25 percent.

I am trying to give a comparison so
you get a feel of the exact impact upon
the economy.

The tariffs in question affected only
$231 million worth of products in the
second half of 1930—Iless than 1 percent
of the world trade. So it did not have
any real effect on world trade.

In 1930 to 1932, duty-free imports into
the United States dropped at virtually
the same percentage as dutiable im-
ports.

So what you do is you look at the ef-
fect of Smoot-Hawley, and look how
unaffected free trade really was mostly
due to the worldwide depression. But
namely, talking about cause and effect,
we are both discussing the effect, but
not the cause; because the cause was
not Smoot-Hawley.

When taken into account, Smoot-
Hawley only affected a fraction of the
trade. Only 33 percent of the $1.5 billion
of U.S. imports was in the dutiable cat-
egory. The entire impact of Smoot-
Hawley has to be focused on the $1.5
billion number which was barely 1.5
percent of our GNP.

I have a better authority than any, I
think, with respect to Smoot-Hawley.
Paul Krugman, in “The Age of Dimin-
ished Expectations,”—I finally found

The
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his quote—and | am quoting from page
64:

Although protectionism is usually a bad
thing, it is worth pointing out that it isn’t as
bad as all that. Protectionism does not cost
our economy jobs any more than the trade
deficit does: U.S. employment is essentially
determined by supply, not demand. The
claim that protectionism caused the depres-
sion is nonsense; the claim that future pro-
tectionism will lead to a repeat performance
is equally nonsensical.

Mr. President, there you are. Any
time they get in trouble and they do
not have the facts with them, then
they go off and try to get you into a
miasma of history and how we have
had bad times, and now we have good
times—the best of times—and how we
are going to create all of these jobs.
The group that says it is going to cre-
ate jobs is the same group mentioned
in 1993 in Capital City’s Media Women’s
Daily, where the article from Novem-
ber 16 states:

That was the battle cry Monday by direc-
tors of the American Textile Manufacturers
Institute, who in a last-ditch effort to solid-
ify congressional support for NAFTA,
pledged not to move any jobs to Mexico in
the pact as passed. The ATMI Board, made
up of firms representing every facet of the
textile industry, voted in favor of the resolu-
tion which said their companies would not
move jobs, plants, or facilities from the
United States to Mexico as a result of the
North American Free Trade Agreement.

What are the facts? Dan River is
about to build an integrated apparel
fabrics manufacturing plant in Mexico.
Tarrant Apparel purchased a denim
mill in Puebla, Mexico; DuPont and
Alpek are going to build a plant in
Altimira, Mexico and form a joint ven-
ture with Teijin; Guilford and Cone
Mills are to create a Mexican indus-
trial park known as ‘‘textile city”’;
Burlington Industries is going to build
a new Mexican plant to produce wool
products.

| hear about the 127,000 jobs that the
industry says it is going to create. |
heard that NAFTA was going to create
200,000 jobs.

I know categorically from the De-
partment of Labor that we have lost
420,000 textile jobs since NAFTA was
introduced. We have lost exactly 31,700
jobs in South Carolina alone. You only
have to turn to the articles by Kurt
Salmon Associates—and | quote from
August of this year:

More textile mills are funneling plants and
investment into Mexico to be closer to the
cut-and-sew apparel factories that have al-
ready migrated south of the border, accord-
ing to a new analysis. A flood of low-priced
fabric and fiber imports from Asia has pres-
sured domestic manufacturers to respond by
seeking ways to cut their own costs.

The Kurt Salmon Associates report
continues:

Since NAFTA’s passage in 1994, Georgia
has lost 28,000, plus two textile—30,000 ap-
parel and textile jobs.

So we have lost 31,700 jobs. They have
lost 30,000. That makes, as you go over
through the other States and the other
communities, some 420,000 in just tex-
tile jobs alone.
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Rather than a balance of trade that
they are talking about—a win-win situ-
ation, that the industry is for this, ev-
erybody is for it. We heard that cry be-
fore, too. It was going to create a posi-
tive balance of trade. We were at $5 bil-
lion at the time we passed NAFTA, a $5
billion-plus balance of trade. Now we
have a negative $17 billion balance of
trade with Mexico.

So the proof of the pudding is in the
eating. As | said before, there is no
education in the second kick of a mule.
This NAFTA proposition that they are
trying to spread to the CBI and the
sub-Sahara at the same time, it re-
minds me of an insurance policy con-
test that they had for a company down
in South Carolina years back. The win-
ning slogan for the particular company
was: The Capital Life will surely pay, if
the small print on the back don’t take
it away.

Here we extend this to the CBI and
then to the sub-Sahara; or to the sub-
Sahara and then to CBl—either way. |
think it is really going to the CBI; and
it is going to be kept there and then
taken away from the sub-Sahara. They
are not going to invest all the way over
into Africa when they all just pell-mell
are going down there hand over fist to
come into the Caribbean production.

I was just referring to Mr. Farley and
Fruit of the Loom and how they have
already eliminated 17,000 jobs in the
Presiding Officer’s State of Kentucky.
They eliminated another 7,000 jobs in
Louisiana. They have moved to the
Cayman Islands. So they are foreign
companies. It is getting to be where we
have to sort of sober up and understand
what the real facts are.

Trade, reciprocity—that is exactly
what he called it—reciprocal trade pol-
icy of Cordell Hull back in the 1930s.
We had reciprocity. We had a modicum
of it even in NAFTA, even though it
didn’t work. But we had the side agree-
ments on the environment. We had the
side agreements for labor. We had reci-
procity. We go down the list, and we
find out now we are going to do away
with all of the particular tariffs with
respect to the United States for the
CBI, sub-Sahara.

Let’s see what the CBl—Dominican
Republic has a 43-percent tariff; El Sal-
vador—some of these include VAT, a
value added tax—EI Salvador, 37.5 per-
cent; Honduras, 35 percent—this is all
on textiles—Guatemala, 40 percent;
Costa Rica, 39 percent; Haiti, 29 per-
cent; Jamaica, 40 percent; Nicaragua,
35 percent; Trinidad and Tobago, 40
percent—the United States is already
giving it the store. We have already
lowered ours to 10 percent. There is a 5-
year phaseout. We have had a 10-year
phaseout of the Multifiber Arrange-
ment. Now we are going into the fifth
or sixth year, so we only have another
5 years. And the real impacts, the
heavy reductions on the good traded
articles—we do trade some in textiles—
is going right on out of the window. So,
yes, you have some fabric boys calling
us and saying: Wait a minute, Senator,
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we are for this bill. That is short-
sighted. It is just like all the apparel
jobs—about gone.

What is happening, as Kurt Salmon
Associates says, they want to locate
the fabric plants near where the sewing
is and where the apparel is. It is just an
economy of production, an increase in
productivity. So they are moving down
there more and more. So the fabric
boys are calling on the phone. Give
them another 5 years, | can tell you
here and now; they will be gone.

I know this: Any good businessman
in textiles looking at this situation
says, with 5 years—wait a minute—to
put in this new machinery, this new
spindle or otherwise—says: | can’t get
my money back in 5 years. It is going
to take me 9 to 10 years to get my
money back. | just don’t buy it. | don’t
get productivity. And then the politi-
cians will run around on the floor of
the National Government hollering:
They have to be more productive; they
have to be more productive. And who
has cut off the productivity? We have.

What about tariffs in Africa? Central
African Republic, 30 percent; Cam-
eroon, 30 percent; Chad, 30 percent;
Congo, 30 percent; Ethiopia, 80 percent;
Gabon, 30 percent; Ghana, 25 percent;
Kenya, 80 percent; Mauritius, 88 per-
cent; Nigeria, 55 percent; Tanzania, 40
percent; Zimbabwe, 200 percent. There

they are.
What is really going to happen, from
practical experience, is trans-

shipments. Let me say a word about
the transshipment problem. 1 will
never forget. It was 1984; this Senator
got 500 additional customs agents into
the Treasury-Post Office appropria-
tions bill, and they didn’t hire them.
We kept on pleading, and by the end of
the 1980s, we finally got President
Bush, and he put on some extra ones.
But we haven’t gotten any extra ones
since that time.

We go to the customs agents, and
they say yes, it is still at least 5 billion
in transshipments, but they say: Sen-
ator, you want us to stop T-shirts or
drugs? And you look them in the face
and say: Well, of course you have to
stop the drugs. They say: That is all we
have got.

Now they are talking all over the
Halls in both Chambers of a 1% percent
cut. And now we have just been edu-
cated by CBO that 1% won’t work, it
will take at least 5.8 percent. And then
if you don’t, if you are going to ex-
clude, say, defense and others, emer-
gency ones, it is going to take an 11.8-
percent across-the-board cut. So they
are debating over on the House side
right now is this so-called cut bill. But
what they are debating is a cut in cus-
toms agents and a cut in enforcement.

Our African friends, | know they
changed their vote with respect to
human rights in the United Nations
some 4 years ago or 5 years ago. We had
passed a resolution in the general as-
sembly, and we will set up the hear-
ings. We never have had the hearings.

Our Chinese friends went down into
Africa. They have made all kinds of
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friends there over the years. | will
never forget over 25 years ago when |
was in Zaire, it was the Chinese build-
ing the railroad from the hinterland
out to the coast, down the Congo. They
have had all kinds of contacts down
there with Nelson Mandela and many
others. They will get their plants and
transshipments, and they will be com-
ing through Africa. And our folks will
be working still at customs looking for
drugs coming up from Colombia and
South America and little inspecting
will done concerning transshipments in
the area of African trade.

In reality, you are really fattening
the competition in the Pacific rim all
under the auspices and the gist of free
trade. Let’s say we are going to allow
our textile boys to compete with the
Pacific rim industries. That is why |
put in that book.

Do we have the book of all the fabric
manufacturers? | don’t want to put the
entire book in, but we included just
those entities that had invested al-
ready down in Mexico—referring, of
course, to Davidson’s Textile Blue
Book. You can see here the fabric re-
source list. We will include all of these
pages—not the book, but pages 345
through—well, just the fabric—well, we
can include the yarns, too, natural fi-
bers; they have yarn forward on 807,
809.

That is too much to include in the
CONGRESSIONAL RECORD. Just on the
fabrics, not just the yarns forward,
would be 11 pages.

As | related on yesterday, all you
need do is go from southern California
into Tijuana, and you can see that you
think you are going into Mexico, but it
looks as if you are going into Seoul,
Korea. There is nothing but Korean
plants all over it. | have been there. |
have traveled to other parts of Mexico.
I think we ought to say a word, though,
with respect to the wonderful economy
we have. Do we have that article?

I was talking earlier about the econ-
omy and the devastating effect this
would have on the economic strength,
the security, of the United States upon
a three-legged stool: One leg of values
as a nation is unquestioned; the second
leg, that of military and the only su-
perpower left; the third leg of the eco-
nomics has been fractured. They used
the 17-percent figure, but the most re-
cent figure | had of workforce and man-
ufacturing had gone from 26 percent 10
years ago down to 13 percent. What
happens is, since we are not saving
here, | had the article where we are ac-
tually consuming more than our in-
crease in productivity. If you can find
that in here—I am not sure that is the
same article | was looking at. It was
three weeks ago in Newsweek where
they pointed that out. Last week, Mort
Zuckerman, in U.S. News and World
Report, talked about the two levels of
society and the split we have there.

We see signs on the horizon now of
trouble. We are not pessimists, and we
are not necessarily optimists; we are
realists. As | pointed out earlier, the
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deficit at the end of last month for the
fiscal year 1999 was $127 billion. It is
not a surplus—not as they reported in
a Washington Post story that was
added earlier today to the RECORD—
that said for the first time since the
Eisenhower days we had back-to-back
surpluses. That is absolutely false. It is
a $127 billion deficit, according to
Treasury figures. They could be inter-
polated by the CBO about funds carried
forward. And it says there might be
about $16 billion.

When my distinguished friend from
New Mexico put this balanced budget
law through in 1997, | said: If the budg-
et is balanced under your act, | will
jump off the Capitol dome. We knew it
would not be. We know now it isn’t.
When you are still spending $100 billion
more than you take in and you are in-
creasing your deficit from last year, as
we are going to do already this year,
we just go pell-mell down the road.
Your interest debt increases, your in-
terest cost increases, and so your
spending increases. And they want to
give all kinds of tax cuts and spending.

I know | am on pretty solid ground.
So when the President said—I wish |
had that article of yesterday from the
Washington Post. It was on page 3 or 4.
I want to give some credibility to what
I am saying. It is difficult when you
are the only one saying there is a def-
icit. The newspapers say surplus, the
President says surplus, the majority
leader says surplus, the minority lead-
er says surplus, the Democrats say sur-
plus, the Republicans say surplus; and
you come along and say there is a def-
icit. You have to have support for what
you are doing. So | put in this sheet of
paper earlier with respect to the Treas-
ury figures. I am glad to put it in
again, if I can find a copy of it. I will
ask the staff to get a copy of that sheet
from the Treasury Department we were
inserting into the RECORD so we can see
exactly—I am not just saying it is a
deficit, it is the Treasury Department
saying it is a deficit. So we will find
that.

Right here in this morning’s paper it
says we are not spending more money
than we are taking in. It is as usual. As
Tennessee Ernie said, ‘“‘another day
older and deeper in debt.”

Can we get Thursday’s Washington
Post, which is easily had, and the sheet
of paper from the Treasury Depart-
ment? | know they made a copy. Here
it is. ““Hill Negotiators Agree to Delay
Part of NIH Research Budget.” The
subheadline is ‘““The government has
recorded its first back-to-back sur-
pluses since 1956-57.”

Mr. President, this says:

Meanwhile, figures out yesterday showed
that the federal government ran a surplus of
$122.7 billion in fiscal 1999 . . . the first time
the government has recorded back-to-back
surpluses since the Eisenhower administra-
tion in 1956-57.

Absolutely false.
question about it.

I will retain this floor. I know others
like to talk about different subjects,

There isn’'t any

S13359

but | have had a difficult time this
morning trying to get a word in edge-
wise about this particular trade bill.

If we find the Treasury sheet that
was issued yesterday, it is a whole re-
port—I didn’t want to put the entire re-
port in the RECORD, but if we can find
that sheet, we will include it. It is page
20.

I have my hand on another copy right
here. This is page 20 of the Department
of the Treasury report, table 6: ‘““Means
of financing the deficit or disposition
of surplus by the U.S. Government,
September 1999, and other periods.”’

Then you will see the account bal-
ances column, current fiscal year of
total Federal securities. In other
words, how much did we have to bor-
row? We have the figure here at the be-
ginning of the year; it is
$5,478,704,000,000. Then you look at the
close of the fiscal year, and it is
$5,606,486,000,000—a deficit, not a sur-
plus, of $127.8 billion. That is as of yes-
terday. But if you read the headline in
the paper, they have ‘back-to-back
surpluses,” and we have another deficit
in excess of over $100 billion.

I ask unanimous consent to have this
printed in the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

[From the Washington Post, Oct. 28, 1999]

HiLL NEGOTIATORS AGREE TO DELAY PART OF
NIH RESEARCH BUDGET
(By Eric Pianin)

House and Senate negotiators yesterday
agreed to delay a big chunk of the research
budget of the National Institutes of Health,
as they struggled to find new ways to hold
down costs and stay within tight spending
limits.

With concerns rising over their plan to cut
programs across the board, Republicans lead-
ers are once again turning to creative ac-
counting tactics to make sure their spending
bills are lean enough to avoid tapping into
Social Security payroll taxes.

The last of the 13 spending bills to be con-
sidered by Congress, a giant $313 billion
measure funding labor, health and human
service programs, would provide the NIH
with $17.9 billion for fiscal 2000, a 15 percent
increase that exceeds the administration re-
quest by $2 billion.

But the bill, which will be considered by
the full Congress today, would require the
NIH to wait until the final days of the fiscal
year in September to use $7.5 billion of that
money. The tactic is aimed at limiting the
actual amount of money that the govern-
ment will spend at NIH in the current fiscal
year; the plan would essentially roll over $2
billion of spending to next year.

The Clinton administration warned that
the move would seriously hamper research
efforts and impose significant administrative
burdens on NIH, and congressional Demo-
crats complained that it was yet another
step eroding GOP credibility on budget mat-
ters.

But Senate Appropriations Committee
Chairman Ted Stevens (R-Alaska) said Con-
gress was justified in its use of accounting
““‘devices’” to cope with emergencies and
pressing budget priorities that exceeded
what Congress had previously set aside to
spend this year.

The various devices are crucial to the
GOP’s campaign to pass all 13 spending bills
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for the fiscal year that began Oct. 1 without
appearing to dip into surplus revenue gen-
erated by Social Security taxes. GOP leaders
last night put the finishing touches on an
unwieldy package that includes both the
labor-health-education bill, the District of
Columbia spending bill and proposal for a
roughly 1 percent across-the-board spending
cut.

Democrats maintain the “mindless”
across-the-board cuts would ‘‘devastate”
some agencies, hurt programs for mothers
and children, and trigger large layoffs in the
armed services. But House Majority Whip
Tom DelLay (R-Tex.) said accusations the
cuts would hurt defense were ‘‘nothing but
hogwash.”” He said the criticism was coming
from ‘‘the same officials who have sat by
idly as the president has hollowed out the
armed forces.”

President Clinton has vowed to veto the
huge package, as he has three other bills,
and there is no way the two sides can reach
agreement before a midnight Friday dead-
line. With neither side willing to provoke a
government shutdown, the administration
and Congress will agree on a third, short-
term continuing resolution to keep all the
agencies afloat while they continue negotia-
tions.

While the Republicans and the White
House are relatively close in negotiating
overall spending levels, there are serious dif-
ferences over how to spend money to reduce
class sizes, hire additional police officers and
meet a financial obligation to the United Na-
tions, as well as disputes over environmental
provisions in the bills.

Meanwhile, figures out yesterday showed
that the federal government ran a surplus of
$122.7 billion in fiscal 1999 (which ended Sept.
30), the first time the government has re-
corded back-to-back surpluses since the Ei-
senhower administration in 1956-57.

The 1999 surplus was almost double the 1998
surplus of $69.2 billion, which was the first
since 1969. While the 1999 surplus was the
largest in the nation’s history in strict dol-
lar terms, it was the biggest since 1951 when
measured as a percentage of the economy, a
gauge that tends to factor out the effects of
inflation.

All of the surplus came from the excess
payroll taxes being collected to provide for
Social Security benefits in the next century.
Contrary to an earlier estimate by the Con-
gressional Budget Office, the non-Social Se-
curity side of the federal government ran a
deficit of $1 billion, money that was made up
from the Social Security surplus.

The drafting of the labor-health-education
spending measure dominated the action be-
hind the scenes on Capitol Hill yesterday.
The House has been unable to pass its own
version, so House and Senate negotiators
worked out a final compromise in con-
ference.

The $313 billion compromise exceeds last
year’s spending by $11.3 billion and includes
more money for education, Pell Grants for
college students, NIH, federal impact aid for
local communities, the Ryan White AIDS re-
search program and community services
block grants than the administration had re-
quested.

While the bill provides $1.2 billion for class
size reduction, the Republicans insist local
school districts be given the option for using
the money for other purposes while the
White House would mandate the money for
hiring additional teachers.

Republicans also were claiming $877 mil-
lion in savings by using a computer database
of newly hired workers to track down people
who defaulted on student loans. The non-
partisan CBC said the idea would only save
$130 million, but Republicans are using a
more generous estimate used by Clinton’s
White House budget office.
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Mr. HOLLINGS. Mr. President, hav-
ing gotten the record made, the point
is that it is not as easy as my distin-
guished colleagues from New York and
Delaware, the leaders on this par-
ticular measure, have painted it. When
you see that you are running deficits
now of $127 billion, when you see that
the trade deficit is widening, when you
see that, according to an article, we
were consuming faster than we were
producing, then you can see trouble on
the horizon.

I refer to this morning’s Financial
Times, page 4: ‘“Widening Trade Gap
Raises Fear For Dollar.”

I ask unanimous consent that this ar-
ticle be printed in the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

WIDENING TRADE GAP RAISES FEARS FOR
DOLLAR

(By Christopher Swann)

Fears of a slide in the US dollar have
haunted global currency markets for several
months now. The dollar was granted a re-
prieve last week following better than ex-
pected August trade figures. But many ob-
servers believe it is only a matter of time be-
fore the dollar succumbs to mounting trade
imbalances.

As the US current account deficit has in-
creased, concerns have intensified that inter-
national appetite for dollar assets will soon
be exhausted, leaving the US unable to fund
its trade shortfall with the rest of the globe
and precipitating a sharp drop in the cur-
rency. That could imperil the US economy’s
run of rapid non-inflationary growth.

However, some economists point out that
the high level of long-term foreign direct in-
vestment should spend the dollar from the
threat posed by the current account deficit,
expected to reach $320bn in 1999.

Optimists argue that the growing impor-
tance of foreign direct investment, as US
companies become the target of foreign
takeovers, means much of the capital now
flowing into the US may be relatively slow
to leave.

Foreign direct investment (FDI), into the
US is booming, with BP’s take-over of
Amoco, Daimler’s take-over of Chrysler and
Vodafone’s takeover of AirTouch the most
high profile examples.

New inflows of FDI reached $60.5bn in 1998,
a record sum which covered about a third of
the US current account deficit. And this
year, net FDI has already eclipsed last year’s
figure, with $83.5bn pouring into the US in
the second quarter alone. In the fourth quar-
ter of 1998 and the second quarter of 1999, net
FDI flows were stronger than shorter-term
portfolio inflows and indeed exceeded the en-
tire current account deficit. The long-term
nature of these flows reduces the prospect of
a sudden balance of payments crisis, says lan
Morris, US economist for HSBC in New
York.

“If a current account problem develops
there is a breathing space for the authorities
to correct the imbalances rather than have
financial markets force it on them in an ab-
rupt and possibly catastrophic manner,” he
argues.

The big question for the dollar is whether
this surge in foreign direct investment can
be maintained.

Paul Meggyesi, senior currency strategist
at Deutsche Bank in London, thinks it can.
The deep-seated structural advantages en-
joyed by the US in areas such as technology
and labour market regulation, he argues,
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should ensure that FDI
healthy rate.

“This is particularly true in the tech-
nology field, with the US accounting for 74 of
the top 100 information technology compa-
nies, compared to only 5 per cent in Europe.
It would not be surprising if European com-
panies try to close the gap by taking over or
merging with US businesses,” he says.

But the bare facts are alarming. The cur-
rent account deficit, expanding at about 50
per cent a year over the past two years, is
now at its highest level since at least the end
of the civil war as a proportion of GDP. And
the family silver can only be sold once. Few
believe that the US economy can rely indefi-
nitely on the sale of assets to cover the cur-
rent account shortfall.

Mr. Morris calculates that funding the ex-
pected $375bn deficit in 1999 from FDI alone
would mean selling the equivalent of Intel,
the third largest company in the Standard
and Poors 500 index.

And if present trends continue until 2001,
assets equal in value to Microsoft, the larg-
est company in the US, would have to be sold
to cover the deficit.

In reality, over the medium term FDI is
unlikely to be anywhere near 100 percent of
the current account shortfall, leaving much
to come from more fickle portfolio flows.
“While the high proportion of long-term cap-
ital flows provides some comfort for the dol-
lar, it is likely to prove inadequate,”” argues
Avinash Persaud, head of global research at
State Street.

When US shares offered an unrivalled 20
percent annual returns it seemed the US
would have no trouble attracting sufficient
portfolio inflows. With US share prices fall-
ing and returns picking up in the economies
of Japan, the euro-zone and the UK, competi-
tion for international capital is becoming
more intense.

“The safe haven portfolio flows which en-
tered the US during the global crisis at the
end of 1998 now have other alternative
homes. It will prove much more difficult for
the US to finance its deficit in 1999 than it
was in 1998,”” says Mr. Persaud.

Most agree that this will cause the dollar
to grind lower, removing one of the main in-
gredients in the US’s high rate of non-infla-
tionary growth. Higher interest rates and
weaker stocks may well be the consequence.

Some analysts believe that the dollar’s 16
percent fall against the yen since this year’s
peak in May merely marks the start of a pe-
riod of general weakness in the US currency.

But the dollar has so far proved relatively
resilient against other currencies and may
well keep the market on tenterhooks for
some time yet.

Mr. HOLLINGS. Mr. President, there
it says:

A slide on the U.S. dollar has haunted
global currency markets for several months
now.

It says:

The dollar was granted a reprieve last
week following better-than-expected August
trade figures. But many observers believe it
is only a matter of time before the dollar
succumbs to mounting trade imbalances.

It is going up over $300 billion.

As the U.S. current account deficit has in-
creased, concerns have testified that inter-
national appetite for dollar assets will soon
be exhausted, leaving the U.S. unable to fund
its trade shortfall with the rest of the globe
and precipitating a sharp drop in the cur-
rency. That could imperil the U.S. econo-
my’s run of rapid inflationary growth.

It goes on to say how we have had
foreign direct investment with, of

continues at a
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course, the BP takeover of Amoco,
Daimler-Mercedes takeover of Chrys-
ler, and Vodafone’s takeover of
AirTouch.

It says:

The big question for the dollar is whether
this surge in foreign, direct investment can
be maintained.

But the bare facts are alarming. The cur-
rent account deficit, expanding at over 50
percent a year over the past two years, is
now at its highest level since at least the end
of the Civil War as a proportion of GDP. And
the family silver can only be sold once. Few
believe that the U.S. economy can rely in-
definitely on the sale of assets to cover the
current account shortfall.

Some analysts believe that the dol-
lar’s 16 percent fall against the yen
since this year’s peak in May merely
marks the start of a period of general
weakness in the U.S. currency.

What are we doing about this? We are
taking away the productivity. It is not
an increase in jobs. It isn't any in-
crease at all. They are running and
spending it fast in the fabric plants.
But forget about the people working by
the sweat of their brow in the apparel
industry—such as the mother trying to
keep food on the table and get her chil-
dren through college.

We will pass all kinds of protections
for high tech companies. We even re-
pealed the State tort laws for some-
thing that can’t happen until the first
of next year. They want to do away
with the immigration laws for high
tech companies—the estate taxes, the
capital gains tax, and everything else
of that kind. They have all kinds of
benefits. | even saw an article about
creating a subsidy for boat manufac-
turers, so we can get more pleasure
yachts.

We have to increase the productivity.
We are losing the industrial backbone
of the United States of America.

What we are hearing is that this Sen-
ator and others do not understand that
the high-tech community is the engine
of this wonderful globalization, the en-
gine of this economic giant, the United
States of America. Not so at all.

There is a book called “In Praise of
Hard Industries™ by Eamonn
Fingleton. We don’t put the book, of
course, in the RECORD.

But surely the United States has scored
some real successes in high-tech manufac-
turing in the 1990s? Yes—but far fewer than
even most experts realize. Perhaps the
strongest remaining American high-tech
manufacturer is Boeing. But even Boeing is
doing less well than it used to. Quite apart
from facing increasing competition from the
European Airbus consortium, Boeing has
been under considerable pressure from for-
eign governments to transfer jobs abroad,
and it has duly done so. As William Greider
has pointed out in his book One World, Ready
or Not, 30 percent of the components used in
Boeing’s 777 jet are made abroad. By com-
parison in the 1960s, Boeing imported only 2
percent of its components. Thus, Boeing, like
other erstwhile world-beating American
manufacturers, is rapidly becoming a ‘“‘vir-
tual corporation” ever more dependent on
suppliers in Japan and elsewhere abroad for
its most advanced manufacturing needs.

I divert for a minute to say that was
the trouble we had in the gulf war. We
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had to get panel displays from Japan in
order to get the weapons in order to
fight that war. We weren’t making
them anymore. Every time | put a
“buy America’ provision into the de-
fense bill—I serve on the Defense Ap-
propriations Subcommittee—I get no,
you are a fruitcake. That is what Mike
Kelly calls those who are trying to pro-
tect trade.

Now | hear this morning that I am
going to start a depression and every-
thing else of that kind. You can’t talk
sense on this particular subject. But
the proof of the pudding is in the eat-
ing.

Let me quote again.

Meanwhile, despite all the talk of a renais-
sance in the American semiconductor indus-
try, there is acturally only one truly strong
American semiconductor manufacturer left:
Intel. Moreover. Intel’s success says little if
anything about its manufacturing prowess.
In fact, the company’s twenty-four-fold
growth in the fifteen years to 1997 has been
driven not by any fundamental efficiency
edge in production engineering but rather by
the company’s near-monopolistic franchise
in producing microprocessors for the domi-
nant ‘“Wintel” standard in personal com-
puters.

In any case, Intel is just one company—and
judged by the all-important criterion of jobs,
not a particularly large one. At last count it
employed sixty-seven thousand people world-
wide—little more than one-sixth of IBM’s
peak workforce in the mid-1980s before its
domination of the computer industry col-
lapsed under pressure from the rising Wintel
standard. Moreover, Intel is not as advanced
as it appears. In fact, its Wintel chips are
based on an aging technology known as CISC
(complex instruction set computing). In the
last decade, CISC has been superseded by a
technology called RISC (reduced instruction
set computing). RISC chips, which are noted
for their use in such high-performance com-
puters as Sun Microsystems’ network serv-
ers, are made mainly in Japan.

Intel apart, there are few other semicon-
ductor manufacturers left in the United
States. This may seem surprising in view of
the fact that, according to such prophets of
America’s purported industrial renaissance
as Jerry Jasinowski, the United States has
now recovered strong leadership in semi-
conductors. He has reported that American
semiconductor makers boosted their global
market share from 40 percent in 1988 to 44
percent in 1993, and this supposedly has put
the United States back in the ‘““top spot’ in
the industry. After the big decline in Amer-
ica’s share in the first half of the 1980s, all
this seems like convincing evidence of a
comeback. But the truth is that his 44 per-
cent figure is bogus. It is based on highly
misleading statistical procedures that cat-
egorize most chips outsourced by American
companies from factories in East Asia and
elsewhere as ‘““American’’! The only justifica-
tion for this bizarre statistical treatment is
that most such chips are made to American
designs and bear American brand names. But
that hardly means they are made in Amer-
ica. Even Dataquest, an information-indus-
try consulting firm that is the ultimate
source of data on world semiconductor pro-
duction, compiles its statistics on this basis.

Given the prevalence of such misleading
statistics, how do we gauge the true state of
American competitiveness? Again, there is
no substitute for international trade figures.
These indicate that the United States ran a
deficit of more than $3 billion with Japan
alone in semiconductors in 1997. Given Ja-
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pan’s higher wage levels, therefore, it is
clear that the idea that the United States
has recovered world leadership in semi-
conductors is just another myth.

Mr. President, | want to yield in a
minute so other colleagues can address
the Senate. But | will come back be-
cause what you have is a situation
where that sandwich board they put up
with all of these industries, they are
all for the American worker. No; they
are all for money, profit. That is all
that those companies are for.

Let me quote page 32.

Since American labor is not represented in
American boardrooms, the real losers from
technological globalism have no say in the
matter. Moreover, workers’ interests count
for so little these days that American cor-
porate executives openly proclaim their
commitment to utopian globalism without
the slightest fear of embarrassment. The
pattern was memorably exemplified a few
years ago by a Colgate-Palmolive executive
who told the New York Times: “The United
States does not have an automatic call on
our resources. There is no mindset that puts
this country first.”” A similarly outspoken
disregard for the interests of American labor
was apparent in a remark by NCR’s presi-
dent, Gilbert Williamson, some years ago
when he said: ‘I was asked the other day
about the United States’ competitiveness,
and | replied that | don’t think about it at
all. We at NCR think of ourselves as a glob-
ally competitive company that happens to be
incorporated in the United States.”

That is the situation with Farley and
Fruit of the Loom, exactly what was
brought in issue fortuitously by Time
magazine when they put in the article
“The Fruit of Its Labor—The Politics
of Underwear.” Fruit of the Loom
eliminated 17,000 jobs in Kentucky,
7,000 in Louisiana, moved to the Cay-
man Islands and | should put them on
one of those sandwich boards. Whoopee,
they are for this bill so that they can
make more money.

Who is looking at the welfare of the
American worker? Who is looking at
the industrial strength of the United
States? Who is looking at the economic
progress and security of the United
States of America?

One could not be for this particular
bill if one knew how it has been drawn
up. It does not even compare with
NAFTA. We cannot put an amendment
up because the tree is filled. They put
in what you might call fast track, no
amendments, and then they give their
friends the fruit of the tree. Senator
WELLSTONE, the Democrat, comes in
with an agricultural amendment that
is not to be allowed. But take the Sen-
ator from Missouri. When he comes
with a particular amendment on agri-
culture, the leader comes down and
finds that is relevant. We stop the
whole process and pluck the amend-
ment from the tree and put in your
friend’s amendment and they call that
“‘procedure’ in the world’s most delib-
erative body. It is the most undemo-
cratic procedure, unparliamentary
kind of procedure that could possibly
be contemplated. They ought to be em-
barrassed handling a measure this way.

However, there is no embarrassment
with this group. They know they can
pass this bill easily because they can
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breeze through the committee and ev-
erybody on the floor saying mollify,
unite. It used to be the ILGWU work-
ing the floor. I have been in it too long;
I understand the competition.

As a southern Governor, | don’t
blame the foreigners for saying we give
this benefit and give that benefit. That
is exactly what we did in South Caro-
lina. The Senator from Delaware says
they can get new jobs by learning new
skills. We do that in South Carolina.
We have brought in Hoffman-LaRouche
and BMW. They told me the only rea-
son they have come is because of the
technical training system | instituted
30 years ago. | know about skills, train-
ing, getting new jobs and new industry.
But we have had a net loss, in the last
4 years since NAFTA, of 12,000 jobs in
South Carolina.

In the campaign last year in the Gov-
ernor’s race, they were talking about
new jobs. | said: Add and subtract. You
are not announcing those that are leav-
ing and going down to Mexico. We had
United Technologies, the textile plants
and others take off down to Mexico. We
saw it starting then and it is mush-
rooming now.

We are being derided on the floor
talking about Smoot-Hawley and put-
ting up the bankers’ sandwich board
and saying: This is for the good of
America.

We are going to have to discuss this
a little bit longer.

| yield the floor.

The PRESIDING OFFICER (Mr.
VOINOVICH). The Senator from lowa.

Mr. GRASSLEY. Mr. President, this
morning Senator CONRAD offered an
amendment which | cosponsor. | ask
my colleagues to consider voting for
this amendment that will make the
Trade Adjustment Assistance Program
available for farmers as well as indus-
trial workers.

This program, trade assistance, is
being reauthorized in this legislation.
This amendment would expand it just a
little bit.

President Clinton, about a month ago
in an address spoke about one-third of
the jobs that have been created during
his administration have come as a re-
sult of opening foreign trade and all
the economic activity that takes place
because of foreign trade.

If we can have millions of jobs cre-
ated during this administration be-
cause we have had a 50-year history of
breaking down trade barriers between
countries, we have to conclude that the
liberalization of trade is good for
American workers and good for our
economy.

Free trade has produced many win-
ners in our economy. This has been
true since 1947 when the United States
and just 22 other countries created the
regime for liberalized trade we have
been under since 1947 called the Gen-
eral Agreement on Tariffs and Trade.

Since 1987, we have had eight series—
sometimes they are called rounds—of
multilateral trade negotiations to
break down these barriers. These mul-
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tilateral trade negotiations have liber-
alized trade in many sectors. Tens of
thousands of tariffs have been
scrapped. Many nontariff trade barriers
have been eliminated. Others have been
sharply reduced.

The result of 50 years of trade liberal-
ization has meant the creation of enor-
mous wealth and prosperity and, as |
have said, millions of new jobs, one-
third of the new jobs created just in
this decade. But whenever you have a
free market economy, probably even
when you have a regimented economy,
as the socialist countries have had,
there is always some adjustment in the
economy. There are some winners and
some losers; that is true in our econ-
omy, and it is true in the foreign trade
part of our economy.

For this reason, more than 35 years
ago President Kennedy and the 87th
Congress thought it was only fair to
transfer some of the net gain from free
trade to injured workers or firms or in-
dustries or even entire communities.
The first U.S. Trade Adjustment As-
sistance Program was designed by
President Kennedy and authorized by
the Trade Expansion Act of 1962 to help
workers dislocated as a result of a Fed-
eral policy to reduce barriers to foreign
trade.

It is very important for the purposes
of our amendment and also the spirit of
the Trade Adjustment Assistance Act
to hear what President Kennedy, its
author, had to say about its intent and
scope:

I am recommending as an essential part of
the new trade program that companies,
farmers, and workers who suffer damage
from increased foreign import competition
be assisted in their efforts to adjust to that
competition. When considerations of na-
tional policy make it desirable to avoid
higher tariffs, those injured by that competi-
tion should not be required to bear the brunt
of the impact. Rather, the burden of eco-
nomic adjustment should be borne in part by
the Federal Government.

What President Kennedy said was so
important, and | emphasize, once
again, a small part of it:

Trade adjustment assistance should be
available for companies, farmers, and work-
ers.

In spite of President Kennedy’s belief
that farmers should be able to get re-
lief from trade adjustment assistance,
just like others who suffer from trade-
related job losses, the reality is, few, if
any, individual family farmers are ever
able to qualify for this program. Hence
the amendment by Senator CONRAD and
myself that is offered today to address
this inequity.

Senator CONRAD and | think it is only
fair that not only farmers be included
but fishermen be added to this group as
well. They are workers, they help put
food on our tables, and they have the
same problems under the current pro-
gram as farmers.

Our program will create a limited
new trade adjustment assistance for
farmers program. It will provide cash
assistance to farmers and fishermen
when the price of a commodity falls
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sharply as a result of imports and
causes a farm’s net income to drop.
The formula ensures farmers will re-
cover a portion, but not all, of the in-
come lost due to import competition.

This is not an open-ended program.
Assistance is capped at $10,000 per
farmer and a total of $100 million per
year, and, of course, as must be under
the Budget Act, this Trade Adjustment
Assistance Program is paid for. In
order to qualify for this limited Trade
Adjustment Assistance Program, farm-
ers will have to consult with the
USDA’s Extension Service to develop a
plan for adjusting to the import com-
petition.

In about 5 weeks, the United States
will launch a new round of global trade
talks with 133 other WTO—World Trade
Organization—member countries. That
is an extension of the organization that
started out with 22 countries in 1947 for
this regime of liberalizing trade. In 5
weeks, these talks start.

Farmers have always been among the
strongest supporters of free trade be-
cause so much of what they produce is
sold in overseas markets. In fact, there
is an absolute necessity of selling over-
seas because, even in normal produc-
tion, we produce a third more than can
be domestically consumed. Profit-
ability and farming must come by sell-
ing the surplus overseas.

The income our farm families earn in
these foreign markets sustains our
economy and contributes greatly to
our national well-being. Farm support
for free trade cannot and should not be
taken for granted by the rest of the
people in this country who benefit from
free trade.

We are in the worst farm crisis since
the Depression of the thirties. Low
commodity prices are not caused exclu-
sively by import competition, and | do
not mean to imply that. In fact, it is
just the opposite. It is caused because a
lot of our markets overseas have been
hurt by the financial crisis that started
2 1/2 years ago in the Far East. But, of
course, in our complex economy, even
in our complex agricultural economy,
trade might be a contributing factor to
these historically low prices.

Through trade adjustment assist-
ance, we look after Americans who are
harmed by import competition but not
farmers. Through trade adjustment as-
sistance, we have looked after commu-
nities harmed by import competition
but not farm communities. Between
1979 and 1996, 12 trade adjustment as-
sistance centers in the United States
assisted about 6,130 firms with peti-
tions for trade adjustment assistance.
During this same 17-year period, these
centers assisted only 200 food growers
and processors, 200 firms in 17 years
that were nonindustrial. But these
firms were not individual family farms.
I am concerned that if we lose farm
support for free trade, it will be very
hard, and perhaps impossible, to win
congressional approval for new trade
deals when these negotiations conclude
among these 133 countries.
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Fairness, equity, common sense, and,
most importantly, the original intent
of President Kennedy’s program, all
tell us that farmers and fishermen
should and must be a part of the Trade
Adjustment Assistance Program.

So as Senator CoNRAD did this morn-
ing, | strongly urge my colleagues to
support this important amendment.

| yield the floor.

The PRESIDING OFFICER. The Sen-
ator from Massachusetts.

ACROSS-THE-BOARD SPENDING
CUTS: IRRESPONSIBLE BUDGETING

Mr. KENNEDY. Mr. President, we are
almost a month into the new fiscal
year and Congress still has not passed
an appropriations bill for the Depart-
ments of Education, Labor, and Health
and Human Services. The work of these
Departments touches the lives of near-
ly every American, yet the Republican
leadership has been unable to work out
an acceptable budget for them which
will enable them to carry out their re-
sponsibilities fully and effectively.

The majority has used an extraor-
dinary array of gimmicks, such as
bogus emergency spending designa-
tions, and an unprecedented level of ad-
vance fundings. But even those budg-
etary slights of hand were insufficient
to do the job.

They considered reneging on Con-
gress’ commitment to provide TANF
moneys to the States but backed off
under pressure from the Republican
Governors.

They proposed increasing taxes on
the working poor by changing the re-
imbursement rules for the Earned In-
come Tax Credit. Even the leading Re-
publican Presidential candidate de-
nounced that as ‘“‘balancing the budget
on the backs of the poor.” Again, the
Republican leadership was forced to re-
treat from an outrageous proposal. The
fact that these cuts were even consid-
ered shows how out of control the
budget process is.

In desperation, the Republicans have
now proposed that we indiscriminately
cut all Government programs by 1 per-
cent across the board. In other words,
they would treat essential health and
education programs no differently than
special interest pork barrel projects.
They ignore the reality that some of
the programs are far more important
than others. This type of mindless cut
is an admission of total budgetary fail-
ure.

They pretend such a cut will not
have any impact on the programs, but
they are terribly wrong. The human
cost of such an across-the-board cut
would be very high. It would hurt many
of our most vulnerable people:

Some 5,000 fewer preschoolers in
Head Start;

2,800 fewer children in the child care
programs;

74,000 fewer babies receiving nutri-
tional supplements;

2,775,000 fewer meals brought to the
elderly and disabled;
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120,000 fewer disadvantaged students
helped;

6,000 fewer
youth;

10,000 fewer work-study grants for
college students;

10,000 fewer children helped to read;

3,000 fewer children immunized;

20,000 fewer homes for low-income
families.

Each one of these is an unacceptable
price to pay for the Republicans’ in-
ability to produce a fair and fiscally
sound budget.

That was with a 1% cut. Now CBO
has made available to us a letter that
was sent to the Honorable JOHN
SPRATT, who is the ranking Demo-
cratic member of the Committee on
the Budget in the House, with copies
also to Mr. KasicH and Mr. DOMENICI.

The conclusion of these letters is
that the 0.97% cut that will be included
in the conference report, which perhaps
we will consider later, is going to be in-
sufficient, according to the latest cal-
culations of CBO, to avoid tapping so-
cial security funds this fiscal year.
Their estimate is, it would have to be
not 0.97 percent but a total of 5.8 per-
cent. If you were to eliminate defense,
military construction, veterans pro-
grams, it would be in excess of 11 per-
cent.

So here on this chart are the cuts
with 1 percent. And the CBO says, if
you are going to do the job and follow
the pathway that is being rec-
ommended by the Republican leader-
ship, it will have to be a 5.8 percent
cut.

So you can multiply all of the cuts to
programs needed by our most vulner-
able citizens by 5.8, which yields a
much more devastating impact. Those
are the circumstances we are in.

The fact is that the President and
the ranking Democrats on the various
committees say: Why don’t you go
back and cut out the pork you put in
and cut out the excesses you have
added, and send us something that is
responsible? Then we can have true ne-
gotiations.

But that isn't the way the Repub-
lican leadership is moving. They are
just favoring across-the-board cuts,
which will cut valuable, helpful pro-
grams that are indispensable to needy
people, for infants and for children, for
education, and for health—the same
amount as the pork programs that
have been added by the Republicans.

These consequences are all the more
deplorable because they are unneces-
sary. President Clinton and the Demo-
crats here in Congress have proposed
fiscally responsible measures to keep
our hands entirely off Social Security
money even while we make the critical
investments needed to strengthen our
Nation in the coming year.

But the Republicans repeatedly said
“no.” ““No”” to a cigarette tax that
would prevent teen smoking while pay-
ing for children’s health initiatives;
““no”” to making oil companies pay roy-
alties they owe the Federal Govern-

job opportunities for
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ment; ‘“no’’ to reducing corporate wel-
fare; ‘‘no”” even to military officers
when they ask to defer or delay pro-
grams the Republicans want in their
districts.

By consistently declining opportuni-
ties to reduce a balanced budget, Re-
publicans are on a course to raid Social
Security, regardless of this proposed 1
percent cut.

Why have Republicans proposed this
latest gimmick? To avoid using this
year’s Social Security surplus to pay
for this year’s Government spending,
they tell us. But what Republicans
don’t say is that the gimmicks they
have already voted for guarantee that
the Social Security money will be used
in the budget this year. That is what
the latest CBO report that has been
given to the leaders today has indi-
cated.

I have but one simple question for
anyone who would disagree: Where will
the money come from to pay for the
census, which Republicans have sud-
denly declared to be an emergency?
This money must be paid to contrac-
tors and staff this budget year, yet it
cannot be found anywhere except in
the Social Security trust fund.

By simply calling a $4 billion en-
tirely foreseeable program an ‘“‘emer-
gency,” Republicans cannot escape the
fact that they will certainly spend So-
cial Security surpluses this year, re-
gardless of whether there is an across-
the-board cut. The census gimmick is
but one of many instances in which So-
cial Security funds have already been
spent by Republicans this budget year.
When all the smoke and mirrors pro-
duced by the Republicans are removed,
we can see that the true goal of their 1-
percent cut is not to preserve Social
Security surpluses but to gut Govern-
ment spending on core education,
health, and criminal justice programs.
Republicans in this Congress are re-
turning to the time of Speaker Ging-
rich when they proposed abolishing the
Department of Education, only now
they are dismantling it piece by piece.

Today’s Republicans have proposed a
$288 million cut for the Department of
Education—continuing their long-
standing assault on our children’s fu-
tures. Let’s not forget that when Re-
publicans first assumed the control of
Congress in 1995, their top agenda item
was to rescind $1.7 billion in education
funding that had already been enacted
into law by the Democratic Congress.
Then, in the first full funding cycle
subject to Republican control, their ap-
propriators in the House socked the
Department of Education with a $3.9
billion proposed cut—almost 20 per-
cent. They tried again in the budget
year 1997 when Senate appropriators
sought a $3.1 billion cut to the Presi-
dent’s request for education programs.

Democrats in the Congress, together
with President Clinton, successfully re-
sisted each one of these Republican
cuts in education.

So since 1997, Republicans have
sought more modest education cuts of
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